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Detroit, Michigan 
February 25, 1947 


To the Stockholders of 
S. S. Kresge Company: 

This, our 35th Annual Report, is submitted to inform you of the results from 
operations of your Company for the calendar year 1946, and the financial condition 
at December 31, 1946, certified by Price, Waterhouse & Co., Public Accountants. 
The Consolidated Balance Sheet and Statement of Income and Earned Surplus 
includes the S. S. Kresge Company and its wholly owned subsidiaries, the S. S. Kresge 
Company Limited, operating stores in the Dominion of Canada, and the Mount 
Clemens Pottery Company, manufacturers of dinnerware primarily for sale through 
the parent company’s stores. 

Sales The dollar sales of the consolidated companies for the year 1946 
amounted to $251,453,113. This is an increase of $28,199,318, or 12.63% 
over those of the year 1945. There has been an increase in the dollar volume each 
year since 1938. Sales of 1946 were 63.38% over those of 1939, the last pre-war year. 

Net Income Net earnings of the combined companies for the year 1946, after 
charging all expenses of the business and provision for Federal 
and Dominion Income Taxes, amounted to $21,961,620, the equivalent of $3.98 per 
share. The comparable earnings of the year 1945 were $10,668,567, or $1.93 per share. 

The cost to the Company in 1946 for taxes of all kinds amounting to $18,855,723, 
is $7,193,904 below that of 1945. The repeal of the Federal Excess Profits Tax in the 
United States and the reduction of the United States Federal Income Tax and the 
Dominion of Canada Excess Profits Tax permitted a reduction in the provisions for 
these taxes of $7,363,000, even though earnings before such provision were higher 
than for the year 1945. 

The Statement of Sales, Income and Its Distribution, included later in this 
report, shows the disposition of the Companies’ income and the relative participation 
in it of interested parties. 

Dividends During the year, cash dividends totaling $13,724,793 were paid 
to 25,124 stockholders. There was one quarterly distribution of 
30c per share on March 15, followed by three quarterly distributions of 40c per share, 
with an extra on December 15, of $1.00, making a total distribution for the year of 
$2.50 per share of common stock. 

The earnings distributed in the form of dividends to stockholders in 1946 were 
equivalent to 62.5% of the consolidated earnings, to compare with 64.32% dis¬ 
tributed in 1945. It was considered advisable to reinvest in Canada the earnings of 
the Canadian Company; and these earnings were, therefore, not made available for 
distribution. Dividends paid amounted to 66.6% of the earnings of the parent com¬ 
pany and its domestic subsidiary. 

Current Position The current working capital at December 31, 1946, at 
$67,144,336 shows a substantial increase of $8,287,083 over 
that at the end of 1945. The ratio of current assets to current liabilities at 3.18 to 1 
as at the 1946 year end, compares with 2.66 to 1 last year. This comparison is mater¬ 
ially affected by the reduced liability for taxes related to income. 







Cash and United States and Canada Government Bonds at December 31, 1946 
totaled $60,130,562. This figure compares with $69,396,169 at the preceding year 
end. The primary cause of the reduction is the increase in merchandise inventories. 

Inventory of merchandise on hand and in transit to stores at December 31, 1946, 
amounted to $37,070,225, as compared with $24,116,329 at the close of 1945. The 
investment in merchandise at the end of 1946 showed an increase of $12,953,896. 
While inventories are heavier in 1946 than they were at the end of 1945, it is the 
opinion of the management that the additional inventory provides a competidve 
selection of desirable merchandise more nearly comparable with our standards of 
normal operation. 

With the consent of the U. S. Department of Treasury, our method of valuing 
inventory on hand at the parent Company’s stores was this year changed to that com¬ 
monly described as the “Retail Method.” Tests made have proved that this method 
produced approximately the same valuation for our inventory as the more cumber¬ 
some means formerly used. We continue to inventory at the lower of cost or market, 
recognizing a fair margin for selling expense and profit in all valuations. 

Liabilities Current liabilities at December 31, 1946, amounted to $30,847,986. 

At the end of 1945 their amount was $35,410,487. The reduction 
of $4,562,501 is principally related to the decreased provision for income and excess 
profits taxes offset by increased liability for merchandise in transit to the store units. 

Reserves The provisions added to Reserves for Fire, Casualty Losses, Public 
Liability and Compensation Claims were equal to the losses charged 
to the respective reserves in 1946. It is our opinion the amounts in the respective 
reserves are adequate for the risk involved. 

The entire liability for Past Service Pensions, under the Company plan which 
covers all employees after the requisite years of service, has been liquidated. 

The reserve for possible adjustment of merchandise values remains at the same 
figure as at December 31, 1945. There are likely to be adjustments of merchandise 
values; the size, volume, and the rapidity with which these occur will substantially 
determine future charges against this reserve. 

Certain costs amounting to $35,800 relating to the reemployment and transfer 
of personnel during 1946, have, because of anticipated abnormal conditions, been 
charged to the Reserve for Post War Reemployment Adjustments. No additional 
provision was made or is considered necessary. 

Personnel The year 1946 saw the retirement of four members of our Administra¬ 
tive Organization under the Company’s Retirement Plan: 

R. R. Williams—President—38 years* service 
R. P. Tolle —Buyer—38 years’ service 

C. E. Rebert —Buyer—33 years’ service 
R. W. Stevens —Traffic Manager—34 years’ service 
Mr. R. R. Williams continues as Director and Chairman of the Executive Committee. 

On January 1,1947, a new District was created with headquarters in Pittsburgh, 
Pa. This new District will consist of 122 stores under the management of Mr. A. S. 
McPike. We are hopeful that this will bring about a more efficient operation. 

Five men have been promoted from the store management department to our 
merchandising department as of January 1,1947. One will be located in each District 









Office. Their duties will be to specialize on merchandise problems of the stores in 
their respective areas. 

The negotiations to increase pension benefits on the first 51200.00 of annual 
earnings begun when the 1945 Annual Report was issued, were completed during 
the year. The additional premium for the coverage of all past service has been paid 
with charge to the reserve. We now feel that our pension plan makes reasonable 
provision for those required to retire. 

During the year, our employees* group life insurance, vacation and Christmas 
Remembrance plans were liberalized. Group life insurance is now available to all 
employees on a plan bracketed to annual earnings of the employee. The entire cost 
of the insurance in the lower earning brackets is borne by the Company, while the 
cost is shared with the employee in the higher brackets. 

Store Program At the end of 1946 there were 635 stores operating in the 

United States and 61 stores in Canada—a total of 696. This 
was a reduction of 9 stores from the previous year. Three stores were destroyed by 
fire; 4 others were unprofitable and were closed by reason of lease expirations; 
another two were closed for improvements and rebuilding. 

Your Directors, after a thorough survey and study of existing conditions in the 
building industry (Government restrictions, high costs and scarcity of materials) have 
decided that after completion of our 1946 program, considerable of which was un¬ 
finished at the year-end, the 1947 schedule would be held to a minimum. Three new 
stores will be completed the early part of 1947, one in Chicago, Illinois; one in 
Detroit, Michigan; and one in Lexington, Kentucky. Two stores which were destroyed 
by fire last year will reopen early in 1947, also two large stores in process of enlarge¬ 
ment and modernization will be completed. 

Your Company is continuing to complete plans and specifications in order to 
be ready to launch an extensive modernization and rebuilding program when mate¬ 
rials and labor are more plentiful and costs are lower. The necessary funds are being 
retained in the business to that end. 

General Comment Having attained the largest sales volume in the history of 
our Company, i.e. $251,453,113, our organization takes 
real pride in this accomplishment. We wish to express our deepest appreciation to 
our employees for their cooperation and pay high tribute for their faithful perform¬ 
ance of duty. 

We fully recognize the responsibility of the management of our Company to its 
Stockholders and Customers and enter the year 1947 with complete confidence that 
it too shall be a successful one for volume and net income. 

By Order of the Board of Directors 



President 
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S . KRESG 

(A MICHIGAN C 

AND SUBSIDIAji 

CONSOLIDATED 

DECEMBER 31, 


ASSETS 


Current Assets: 

Cash in banks, in transit and on hand.. 

U. S. A. and Canadian Government securities, at cost, 
including U. S. A. Tax Notes of $5,100,000 at Decem¬ 
ber 31, 1946, and $8,105,000 at December 31, 1945_ 

Miscellaneous accounts receivable, less reserve.. 

Merchandise and materials on hand and in transit, at 
lower of cost or market (see page 2 of Report to 
Stockholders)_ 

Other Assets: 

U. S. A. Government securities deposited in escrow, at 

cost_ 

Miscellaneous securities, at cost, less reserve... 

Post-war refund of excess profits tax (Canadian sub¬ 
sidiary)_____ 

Deferred Charges: 

Unamortized leasehold expenses, advance rentals, pre¬ 
paid insurance, supplies and other expenses.. 

Fixed Assets: 

Land and buildings, at cost_ 

Reserve for depreciation (deduct)_ 

Leasehold improvements, at cost less amortization_ 

Furniture and fixtures, at cost.... 

Reserve for depreciation (deduct)_ 

Leaseholds as valued in 1916, less amortization—.-.. 

Construction in progress_ 


1946 

$ 28,020,294 


32,110,268 

791,535 


37,070,225 
$ 97,992,322 


$ 73,035 

127,680 

529,671 
S 730,386 


$ 3,179,409 


$ 60,267,773 
(12,476,209) 
13,021,266 
25,894,750 
(19,243,212) 
212,108 
2,358,425 
$ 70,034,901 
$171,937,018 


1945 

$ 33,780,817 


35,615,352 

755,242 


24,116,329 
$ 94,267,740 


$ 73,787 

141,080 

841,208 
$ 1,056,075 


$ 3,009,495 


$ 59,972,958 
(11,954,030) 
14,342,332 
25,696,967 
(18,512,450) 
220,534 
376,248 
$ 70,142,559 
$168,475,8 69 


i 

- 


Note: 

The only foreign subsidiary is in Canada. The accounts of that company at December 31, 1946, and December 
31, 1945, are included in the consolidated balance sheet in United States dollars amounting to $5,575,145 at 
December 31, 1946 and $3,824,271 at December 31. 1945 for net current assets and deferred charges converted 
(except for Canadian Government bonds which were converted at official rate of exchange on date of acquisi- 
tion) at the official rates of exchange on those dates, $529,671 at December 31, 1946 and $841,208 at December 
31, 1945 for post-war refunds of excess profits tax converted at the approximate exchange rates at the dates 
such refunds became receivable, $10,730,129 at December 31, 1946 and $10,519,888 at December 31, 1945 
for capital assets converted at the approximate exchange rates at dates of acquisition and $75,000 at December 
31, 1946 and $84,000 at December 31, 1945 for long-term liabilities converted at the approximate rates of 
exchange at dates incurred. The results of operations of this subsidiary (net profit of $1,334,687 in 1946 and 
$801,430 in 1945) are included in the consolidated income account in United States dollars converted as to 
depreciation charges at the rates applied in conversion of the related assets and as to other items at the yearly 
averages of the official exchange rates. 

J. E. HEARST 

Comptroller 











































E COMPANY 

ORPORATION) 

LY COMPANIES 

BALANCE SHEET 

1946 AND 1945 


LIABILITIES 


Current Liabilities: 

Accounts payable—trade_ 

Accrued taxes, payrolls, expenses and miscellaneous 

accounts payable_ 

Provision for U. S. A. and Dominion of Canada income 

and excess profits taxes (estimated)_ 

Real estate mortgages payable within one year_ 


Real Estate Mortgages Payable (Amount payable 
after one year)„.... 


Reserves: 

For fire and casualty losses, public liability and compensa¬ 
tion claims....... 

For purchase of past service annuities under retirement 

pension plan__ _ 

For possible adjustments of merchandise values... 

For post-war re-employment adjustments_ 


Capital Stock and Earned Surplus: 

Capital stock— 

Authorized, 10,000,000 shares at $10 par value 

Issued, 5,517,872 shares including shares in treasury_ 

Earned surplus, statement attached_ 

Cost of 27,955 shares in treasury (deduct)_ 


1946 

$ 9,113,968 

8,462,222 

13,064,768 
207,028 
$ 30,847,986 


$ 940,500 


$ 4,166,763 


2,927,821 
464,200 
$ 7,558,784 


$ 55,178,720 
78,127,175 
(716,147) 
$132,589,748 
$171,937,018 


1945 

$ 6,448,571 

7,487,448 

21,431,072 
43,396 
$ 35,410,487 


$ 1,158,790 


$ 4,166,763 

1,450,000 

2,927,821 

500,000 

$ 9,044,584 


$ 55,178,720 
68,399,435 
(716,147 ) 
$122,862,008 
$168,475,869 


To the Board of Directors and 
The Stockholders of 

S. S. Kresge Company: 

We have examined the consolidated balance sheet of S. S. Kresge Company and subsidiary companies as at 
December 31, 1946, and the consolidated statement of income and earned surplus for the year then ended. Our 
examination was made in accordance with generally accepted auditing standards applicable in the circumstances, 
and included such tests of the accounting records and other supporting evidence and such other procedures as we 
considered necessary. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statement of income 
and earned surplus present fairly the position of S. S. Kresge Company and subsidiary companies at December 31, 
1946, and the results of their operations for the year, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

Detroit. Michigan PRICE. WATERHOUSE & CO. 

February 25,1947 Certified Public Accountants 


































S. S. KRESGE COMPANY 

(A MICHIGAN CORPORATION) 

AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS 
FOR THE YEARS ENDED DECEMBER 31, 1946 AND 1945 


Sales™ 


Cost of merchandise sold and operating, general and 

administrative expenses, less income from rentals_ 

Taxes—other than U. S. A. and Dominion of Canada 

taxes on income........ 

Provision for depreciation and amortization_ 


Other income: 
Interest received.. 


Balance.. 


Liquidating dividends received from closed banks 
Miscellaneous_ 

Other deductions: 

Interest_ __ 

Loss on disposal of fixed assets, etc- 

Profit before taxes on income_ 

Provision for U. S. A. and Dominion of Canada taxes 
on income (estimated): 

Normal taxes and surtaxes™ 


Excess profits taxes (Canadian subsidiary only 

in 1946)... 

Post-war excess profits tax refund (Canadian 
subsidiary) (deduct)_ 


Transfer of portion of reserve for possible adjustment 
of merchandise values to offset charge to costs for 
estimated loss on merchandise which became obso¬ 
lete on termination of war_ 

Profit transferred to earned surplus_ 

Earned surplus at beginning of year.. 


Reduction in taxes on income, resulting from deduct¬ 
ible payments for purchase of past service annuities 

(see note)- 

Exchange adjustments arising from expressing Cana¬ 
dian subsidiary company’s assets in U. S. A. dollars 

(see note to consolidated balance sheet)_ 

Provision for prior years Dominion of Canada taxes 

on income no longer required_ 

Provision in 1945 for purchase of increased past serv¬ 
ice annuities under pension plan and portion of 
that reserve not required restored to surplus in 1946 

Deduct —Cash dividends on common stock—$2.50 a 
share in 1946 and $1.25 a share in 1945_ 


Year 1946 

Year 1945 

$251,453,113 

$223,253,795 

$207,878,409 

$183,097,032 

5,038,723 
3,257,645 
$216,174,777 
$ 35,278,336 

513,912 
3,951 
85,602 
$ 35,881,801 

$ 52,306 

50,875 
$ 103,181 

$ 35,778,620 

4,869,627 
3,361,585 
$191,328,244 
$ 31,925,551 

604,673 
5,691 
36,777 
$ 32,572,692 

$ 53,611 

922,693 
$ 976,304 

$ 31,596,388 

$ 12,934,090 

$ 5,300,000 

882,910 

16,192,844 

— 

(312,844) 

S 13,817,000 
$ 21,961,620 

$ 21,180,000 
$ 10,416,388 


252,179 

$ 21,961,620 
68,399,435 

$ 10,668,567 
65,631,304 

166,000 

266,000 

441,600 

— 

724,000 

— 

159,313 
$ 91,851,968 

13,724,793 
$ 78,127,175 

(1,304,040) 
$ 75,261,831 

6,862,396 

S 68,399,435 


Note: 

Payments of $1,290,687 in 1946 and $494,040 in 1945 (after deducting refunds received from insurance 
company) for purchase of past-service annuities were charged to reserve set aside for that purpose 
from surplus account in 1941 and 1945. Such payments, together with other payments made in prior 
years, diminished taxes on income by approximately $166,000 in 1946 and $266,000 in 1945. The 
amount of the reduction in taxes on income has been treated as general expense in the income account 
and added to surplus. The payments made in 1946 and prior years will, in accordance with applicable 
provisions of the Internal Revenue Code, also result in reductions of income for Federal income tax 
purposes for the years 1947 to 1950, inclusive. 


J. E. HEARST 
Comptroller 
































































SALES INCOME AND ITS DISTRIBUTION 
YEARS 1946 AND 1945 


AMOUNT % TO SALES 



1946 

1945 

1946 

1945 

Sales 

$251,453,113 

$223,253,795 

100.00 

100.00 

Amounts taken in for mer¬ 
chandise sold. 

Cost of merchandise sold and 
expenses, exclusive of taxes, 
salaries and wages and inter¬ 
est paid ... 

168,565,059 

150,186,875 

67.04 

67.27 


■Balance 

$ 82,888,054 

% 

$ 73,066,920 

32.96 

32.73 

The amount remaining to pay 
taxes, wages and interest 
and including the net in¬ 
come of $21,961,620 in 1946 
and $10,668,567 in 1945. 

DISTRIBUTION 





1. Taxes 

$ 18,855,723 

$ 26,049,627 

7.50 

11.67 

Real estate, personal prop¬ 
erty, State and Federal 
franchise and income 
taxes, sales taxes, licenses, 
etc. 

2. Salaries, wages and Em¬ 
ployees’ Benefits_ 

42,018,405 

36,295,115 

16.71 

16.26 

The employees’ share. 





3. Interest paid for use of bor¬ 
rowed money 

52,306 

13,724,793 

53,611 

6,862,396 

.02 

.02 

4, Cash dividends 

5.46 

3.07 

Paid to stockholders for use 
of their money—$2.50 on 
each share in 1946 and 
$1.25 a share in 1945. 

5. Earnings retained in the busi¬ 
ness 

8,236,827 

3,806,171 

3.27 

1.71 



$ 82,888,054 

$ 73,066,920 

32.96 

32.73 




































BALANCE SHEET AND INCOME ACCOUNT COMPARISONS 


For your information comparative data relative to the balance 
sheet and income account has been prepared, after giving effect 
where necessary to a reclassification of certain items in prior years. 


Year 

End 

Dec. 31 

Excess of Cash 
and 

Gov’t Securities 
Over 

Current Liabilities 

Ratio of 
Current 
Assets 
to 

Current 

Liabilities 

Net 

Working 

Capital 

Percentage of 
Year End 
Inventories 
to Sales 

1937 

$ 5,046,110 

3.18 to 1 

$26,832,341 

13.88 

1938 

10,513,904 

3.55 to 1 

28,853,355 

12.10 

1939 

12,204,476 

3.31 to 1 

31,311,465 

12.20 

1940 

12,372,492 

3.14 to 1 

32,773,550 

12.66 

1941 

7,344,370 

2.70 to 1 

34,970,716 

15.46 

1942 

13,546,794 

2.55 to 1 

40,676,760 

13.42 

1943 

15,882,528 

2.41 # to 1 

45,893,424 

14.27 

1944 

25,986,597 

2.40 to 1 

50,202,089 

10.98 

1945 

33,985,682 

2.66 to 1 

58,857,253 

10.80 

1946 

29,282,576 

3.18 to 1 

67,144,336 

14.74 


Year 

End 

Dec. 31 

Percentage 
of Fixed 
Assets 
to 

Total 

Assets 

Bank Loans 
and 

Funded Debt 

Net Earnings 
as Reported 

Dividends 

Declared 

Per 

Sales 

Dollar 

Per 

Common 

Share 

Per 

Sales 

Dollar 

Per 

Common 

Share 

1937 

65.04 

$4,263,344 

$.069 

$1.94 

$.042 

$1.20 

1938 

64.93 

4,080,012 

.060 

1.63 

.044 

1.20 

1939 

62.59 

3,394,637 

.068 

1.89 

.043 

1.20 

1940 

61.04 

2,284,975 

.063 

1.82 

.047 

1.35 

1941 

57.65 

1,215,895 

.054 

1.71 

.042 

1.35 

1942 

52.07 

1,319,484 

.040 

1.45 

.032 

1.15 

1943 

46.83 

1,203,652 

.041 

1.54 

.032 

1.20 

1944 

43.39 

1,081,576 

.042 

1.63 

.030 

1.20 

1945 

41.63 

1,202,186 

.048 

1.93 

.031 

1.25 

1946 

40.73 

1,147,528 

.087 

3.98 

.055 

2.50 






















TWENTY YEAR STORE AND SALES COMPARISON 


Year 

End 

Number 
of Stores 

Consolidated 

Sales 

Year 

End 

Number 
of Stores 

Consolidated 

Sales 

1927 

435 

$133,847,477 

1937 

741 

$155,204,790 

1928 

506 

147,465,448 

1938 

745 

149,285,601 

1929 

597 

156,456,732 

1939 

745 

153,911,145 

1930 

678 

150,508,126 

1940 

743 

158,678,509 

1931 

711 

145,838,039 

1941 

736 

176,184,464 

1932 

719 

124,536,620 

1942 

731 

198,679,843 

1933 

720 

125,972,803 

1943 

716 

206,040,378 

1934 

731 

137,667,131 

1944 

711 

216,454,010 

1935 

745 

138,339,968 

1945 

705 

223,253,795 

1936 

734 

149,523,435 

1946 

696 

251,453,113 


TEN YEAR COMPARISON TAXES COST 

(Real Estate, Personal Property, State and Federal Franchise 
and Income Taxes, Sales Taxes, Licenses, etc.) 


Year End 
December 31 

Dollar 

Cost 

Cost Per 
Common Share 

Per Cent to 
Sales 

1937 

$ 7,438,563 

$1.35 

4.79 

1938 

6,982,938 

1.26 

4.68 

1939 

7,585,499 

1.37 

4.93 

1940 

8,559,691 

1.55 

5.39 

1941 

12,667,407 

2.30 

7.19 

1942 

18,410,437 

3.34 

9.27 

1943 

20,709,695 

3.75 

10.05 

1944 

24,852,920 

4.50 

11.48 

1945 

26,049,627 

4.72 

11.67 

1946 

18,855,723 

3.42 

7.50 





















